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| THE EFFECT OF MARRIAGE RATE ON REAL ESTATE 


HE first issue ever published of the Real Estate Analyst in March 1932 
[contains a chart and an article on the effect of the marriage rate on the 
real estate cycle. During the past twelve years many charts and articles 
have covered this in greater detail. The marriage rate has become so impor- 
tant, however, in the outlook for real estate that it seems necessary to dis- 
cuss it again at some length. On page 14 of The Coming Boom in Real Estate, * 
published on May 15, 1936, the following occurred as one of the thirteen forc- 
es which would develop a boom in real estate: 





2. Delayed marriages are taking place. 





Reference has been made to the acceleration of the marriage rate. The 
great importance of the marriage rate to real estate depends principally on 
the fact that in periods of depression and unemployment the marriage rate 

e) = falls; and in periods of prosperity it rises, thus diminishing the demand 
for houses during the depression and increasing it rapidly as recovery takes 
place. 


If these rises and falls in the marriage rate were slight, the effect 
on real estate would be negligible; but in a long and severe depression like 
the present one, the cumulative effect of a marriage rate more than 50 per 
cent below normal is tremendous. 


It must be borne in mind that marriages are constantly being dissolved 
by death and divorce. Deaths of married persons occur in about the same 
percentage during depressions as they do during booms, and there are only 
slight increases in divorces during boom periods. In prosperous times the 
marriage rate will exceed the dissolution rate, but in drastic depressions 

dissolutions will exceed new marriages by such an amount that the number of 
families occupying homes shrinks rapidly, intensifying the already acute va- 
cancy. 


In Saint Louis where we have charted the marriage rate by months over a4 
period of more than fifty years, we found that at the height of the last 
boom new marriages exceeded dissolutions of marriage by approximately 350 
per month; at the bottom of the depression dissolutions exceeded marriages 
} by 200 per month, or a net change of about 550 each month. Only at the top 
= | * of the last building boom did we average month after month more than 550 new 

(continued on page 313) 





: | *Roy Wenzlick, The Coming Boom in Real Estate (New York: Simon and Schuster, 
4 1936). 
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(continued from page 311) 
family accommodations per month. 


The change in the marriage rate alone practically offset the demand of 
the last boom for building. 


When the marriage rate is below normal during periods of depression, a 
"reserve" of unmarried persons is built up in the population. After the 
depressions of the past, the marriage rate has exceeded normal by a large 
enough percentage and for a long enough time to bring the ratio of married 
persons to persons of marriageable age to approximately the accustomed lev- 
el, using up the "reserve" built up during the depression. This occurred 
after the big depressions of the seventies, the nineties, and the World War; 
and we see no reason why it will not occur again. 


The reserve at the present time is about three times as great as it has 
ever been before. The release of only a portion of this reserve in the next 


five years would create the greatest housing shortage we have ever expe- 
rienced. 


The Bureau of the Census has just issued a special report on the wartime 
marriage surplus and the chart on the page opposite is based on their compu- 


' tations. This chart shows the number of marriages which occurred in each year 


between 1915 and 1944 in comparison with the "normal" number. The "normal" 


|} number is shown also for the years 1945 to 1950. The "normal" estimates rep- 
| resent the number of marriages. that would have occurred in each year if the 
| marriage rates had been the same as' the average for the years 1920 to 1939. 
' They were computed by multiplying the number of women in five-year age inter- 
| vals, living in each year, 1915 to 1950, by average annual marriage rates for 
| women in these age intervals in the period 1920 to 1939. 


It will be noticed that the marriage boom we have just come through has 


compensated for the marriage depression in the early thirties. A large per- 
| centage of the marriages which have taken place since 1940, however, have not 
) resulted in the setting up of separate housekeeping units and so far as the 
| demand for real estate is concerned these marriages have a value which will 
not become apparent until the demobilization of the armed forces takes place. 


It is quite likely that the trend in marriages during the post-war pe- 


| riod will be somewhat different from the corresponding period after the First 


World War. This time there will be a smaller reserve of postponed marriages 
to swell the post-war tide. If there are two periods of demobilization and 
reconversion, the first after the end of the European phase and the second af- 
ter the end of the Pacific phase, it is possible that two peaks in the mar- 
riage rate will occur in the early post-war period in contrast to the one peak 
in 1920 after the First World War. 


It seems to us that the marriage boom we have just come through with its 
delayed effect on real estate will insure a lively demand for housing in prac- 
tically all cities in the post-war period, with the possible exception of 
those which, because of temporary activity on munitions during the war, 
built too many permanent units. The number of these cities, however, is rela- 
tively small. 95% of all cities in the United States report a shortage of 
housing at the present time and this applies to nonwar centers as well as to 
war centers. 
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WHY THE POST-WAR PRICE LEVEL MUST BE HIGH 


EDERAL public debt per family in the United States is continuing to climb. 
It has now reached $5770. To this must be added, of course, the public 


debts of city, county and State in order to approximate the total public 
debt per family. 


In view of the fact that many families, particularly in the rural dis- 
tricts of the South and the slum areas of our metropolitan cities, have never 
been able to earn enough to maintain adequate standards of living, this figure 
becomes truly alarming. In addition, we are probably entering a period when a 
considerable portion of the Federal debt must be refinanced. At the present 
time owners of series E bonds are cashing them in at the rate of four hundred 
million dollars per month. When the war is over in Europe and, later, over in 
the Pacific, war bonds cannot be sold in quantity with the 
present patriotic appeals. Existing war bonds now held by the 
public will be cashed in at a more rapid rate as families scram- 
ble for the new goods which will then be available. There are 
only three ways in which the government can secure the money to 
redeem these bonds and finance the government: ll. by heavier 


taxes; 2. by printing money; and 3. by selling additional 
bonds. 











1. Taxes cannot be increased as the popular clamor now is 
for a reduction in taxes in order to stimulate post-war activi- [ | im | 
ty. 


2. We will probably not print any great quantity of addi- 
tional currency in order to solve our problem, as this is too | | 
direct a method of accomplishing devaluation and its results are | | i | 
too self-evident to the general public. | | } 


















3. We will find it extremely difficult to sell additional 
bonds to individuals at that time as the reason for selling 
additional bonds will be that most individuals who now own these 
bonds want to cash them in. We probably will refinance the debt |~ 
in the end by selling additional bonds to the commercial banks, | | 
and this is just as inflationary as the printing of greenbacks. | 


Banks now hold more than $87 billion out of the $194 bil- 
lion of outstanding interest-bearing public issues. 


The effect of increasing the currency and credit in the 
United States will be to - ee re ee “- : 
increase the general | 1 FEDERAL = Fustic DEBT | 
price and wage levels, and 
this in turn will have 
the effect of decreasing 
the debt as its percent- 
age of our total wealth 
will shrink as our wealth 
is revalued in shrunken 
dollars. 


THOUSANDS OF DOLLARS 
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BUSINESS STILL AT HIGH BOOM LEVEL 


summer but the continuation of the war in Europe with the heavy govern- 

ment disbursements which this entails is keeping the present level in 
most cities rather close to the peak. The charts on pages 320 to 323 in this 
report show business indexes for all principal cities of the United States, 
month by month, from 1919 through October of 1944. These indexes are based on 
the volume of check transactions for each city. 


C} sme: business in the United States may have passed the peak during the 


All figures have been adjusted for seasonal fluctuations and are ex- 
pressed as percentages above or below a long-term computed normal. The per- 
centages above normal are shown by the blue areas on the chart; the percen- 
tages below normal by the red areas. 


The large chart in the upper left-hand corner of the spread shows the 
average of all cities charted with the exception of those in which peculiar 
conditions have clearly destroyed the effectiveness of check transactions as 
an index of business conditions. 


During the thirties the figures for many State capitals were badly in- 
flated by government payments of various types which cleared through the local 
clearing houses. All State capitals on our charts are indicated by a red dot 
following the name of the city. We think that Albany, New York, forms a very 
good example of this type of city. From 1933 on, government payments clearing 
through Albany have distorted the curve to the point where it is of compara- 
tively little value. 


One factor that must. be taken into consideration in the use of check 
transaction figures as a business index over a long period is that the dollar 
total of check transactions each month is affected by the changes in general 
prices, necessitating a larger or smaller dollar volume of check transactions 


to do the same volume of business. This will be noticed particularly on some 
of the charts in the years 1919 to 1920 when general prices were rising rap- 
idly. It is also apparent in the price increases since 1940. In order to 


make mental adjustments easier in studying the charts for individual cities we 
have charted in the upper right-hand corner of this spread both wholesale com- 
modity prices and the cost of living since 1919. 


The charts themselves are more or less’ self-explanatory and should be 
given considerable study. The tremendous war boom in some cities shows up 
quite strongly in contrast with conditions in cities which have secured rela- 


| tively little war business. Possibly one of the most interesting comparisons 


would be that of New York City and Oakland, California. In Oakland at the 
peak check transactions in relation to population were running 365% above the 
computed long-term normal. In New York City at the peak check transactions 


reached a point 29% above the long-term computed normal. The boom in Oakland 
| started during the last half of 1940, but in New York City check transactions 


did not really get above normal until 1944. 


As long as the war continues in Europe check transactions will be high as 
war prosperity and inflation have increased the volume of money and credit 


| tremendously. 
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DWELLING UNITS CONSTRUCTED IN 48 STATES 


HE number of new family accommodations built in all nonfarm communities of 

the 48 states and the District of Columbia is shown in the table below. 

Cumulative totals and twelve month moving totals are shown in blue for 
1942 and 1944 and in red for 1941 and 1943. 


THOUSANDS OF UNITS 


12 MONTH 


MONT HLY CUMULATIVE MOVING TOTAL 

194 1942 = \9z 1944 1942 943 1944 194) 1942 943 1944 
JANUARY 41.2 34.5 45 16.7 34.5 45 16.7 617.7 708.5 ] 322.6 
FEBRUARY 437 S03 4 14. | 85.8 5 30.8 624.5 716.1 4959 296.6 
MARCH 60:2 S2.7 18.0 138.5 8.2 48.8 638.7 708.6 176.3 281.5 
APRIL 75.2 59.7 2¢ 13. 7 198.2 14.9 62.5 651.0 693.1 443.3 268.5 
MAY 70 60.6 16.4 258.8 7B.5 78.9 664.7 683.0 116.3 21.3 
JUNE 72 463 5 18.2 305.1 200.2 97.1 697.9 652.1 391.7 247.8 
JULY 146 26.7 ; 13.6 331 8 224.4 110.7 715.0 604.2 389.2 237.2 
AUGUST 69.8 27.5 ; 12.3 3593 52.3 123.0 729.1 561.9 389.6 221.6 
SEPTEMBER_ 67.¢ 404 2 10.4 399.7 76.5 133.4 737.7 535.3 373.4 207.8 
OCTOBER 56.2 32.2 11.8 431.9 305 145.2 27.7 Stt3 369.8 191.0 
NOVEMBER 466 30.4 462.3 30.9 729.4 495.| 
DECEMBER 328 34.3 496.6 350.9 rtS2 496.6 9.9 
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